


Scousdale Airport -Aviation Financial Plan Executive Summary

City Council provided direction to the aviation division to become a self-sufficient entity to
cover all capital and operating costs associated with the aviation enterprise fund. Working
closely with the City's Financial Services Department, the Airport Advisory Commission, the
Arizona Business Aviation Association, and Airport/Airpark users, in order to comply with the
Council's request, the aviation division proposed the following changes to the current rates and
fees associated with the aviation enterprise fund. An Aviation Fund Five Year Financial
Forecast (Appendix I) provides a complete breakdown of all operating and capital expenditures,
and key assumptions.

Airport Minimum Operating Standard. Fixed Base Operator Services
After reviewing the current minimum operating standard and following several discussions with
the fixed base operators (Corporate Jets, Inc. and Executive Aircraft Services), the following
modifications are proposed:

+ Add an additional $0.01 per gallon fuel flowage fee.

+ Pay the greater of the fuel flowage fee or percentage of gross/flat fees for
services outlined in Article 7 of the Airport Minimum Operating
Standards.

+ Estimated additional annual revenue -$50,000

Airport/Airpark Rates and Fees Schedule -Transient Landing Fee
After contacting several airports and working with the Arnerican Association of Airport
Executives (AAAE), aviation staff reviewed the 1999-2000 and 2000-2001 AAAE Airport Rates
and Charges Study and canie to the conclusion that in order to primarily recover the capital
expenditures, the City would have to implement a landing fee to the transient operators utilizing
the Airport. Currently, the based users are being charge various fees including, business permit
fees, parking fees, and airpark access fees as approved in the regulatory re-write process adopted

in 1999.
A transient landing fee is not uncommon at the larger airports and commercial service airports
throughout the country. Due to the anticipated reduction of grant funding from federal and state
authorities and in order to continue to upkeep airport infrastructure and facilities, the transient
landing fee will provide the aviation division a funding mechanism to continue support all

necessary improvements.
The transient landing fee will be imposed upon all transient aircraft with a maximum certified
takeoff weight of 12,500 lbs or greater. The fee of $1.00/1,000 lbs per landing will be invoiced
directly from the aviation division to the aircraft operators. The estimated annual revenue is

$500,000.

Page



Scottsdale Airpon -Aviation Financial Plan Executive Summary

Airport/Airpark Rates and Fees Schedule -U.S. Customs User Fees
After conducting a survey of all other airports throughout the U.S. that have an agreement for
U.S. Customs user fee services, an examination of current rates and charges at Scottsdale Airport
was completed. Several conversations occurred with based and transient operators that
frequently use this service, and all have been very please with this amenity at the Airport. This
service provides a means to travel from out of the country to the final destination of Scottsdale
without having to stop at another designated U.S. Customs location in the U.S. As a result, it
save the operator both time and money (specifically, the maintenance and fuel costs).

Currently, U.S. Customs services cost approximately $110,000 per year, which includes
personnel, equipment, overtime (as necessary), and the dedicated telephone line needed for
secure communications. In 2001, the City collected approximately $74,000 in revenue
associated with this service. However, the indirect revenues (which is very difficult to quantify)
to the aviation enterprise fund far exceed the total cost to operate this service. Indirect costs
include fuel flowage fees (each would have to take on substantially more fuel at Scottsdale since
the operator had a direct flight from out of the country), transient landing fees, parking fees, and
all other indirect economic impacts throughout the community.

The proposed increase in the rates are to assist in recovering the majority of the direct costs
associated with providing the service, as well as to charge a more marketable fee in comparison
to other airports throughout the country. The proposed increases are outlined in the
Airport! Airpark Rates and Fees Schedule. In association with the proposed increase, is to
prohibit single/light twin aircraft from arriving after normal business hours. The purpose of the
prohibition is to ensure the City does not continue to incur additional fees above and beyond the
normal contract amount. The current after-hours fee is twice the amount of the fees outlined per
type of aircraft. Charging a user twice the amount for after-hours use in a single/light twin
aircraft does not recover the normal operating cost and the additional after-hours charge. The
estimated additional annual revenue is $7,300.

AirporU Airpark Rates and Fees Schedule -Airport Hourly Rate
Charge out rates should be the total cost of labor, overhead and materials to be charged/billed to
outside parties for work performed by City staff. These charges may be for special event
coverage, damage claims, or other activities, which are not already part of base City services
(billable services). Charge out rates may also be helpful in determining costs of City services for
benchmarking comparisons, budget, or other work management issues. The City's Financial
Services Department prepared the following methodology to be used in calculating charge out
costs together with an example. Consistent application of this methodology will help ensure full
cost recovery, fairness to those charged, simplicity, and credibility of application.

Personnel Service Costs (labor):

Calculate a cost center hourly labor rate to be applied at a 1: 1 ratio for all work performed by
staff within the affected cost center(s). By using this method all ancillary personnel service costs
are incorporated into one labor rate, e.g., overtime, special pays, admin/supervisor costs, and
benefits. Note: since all labor costs are included in this calculation, no further charge/calculation
is necessary for overtime, i.e., do not use time and half rate -apply the labor rate at 1:1 ration for

all hours worked.
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Example: Cost center total personnel service budget $237,000 salary & benefits
Divide by number of FTE staff for center /7.5 full time equivalent staff
Equals average labor rate per staff $31,600 salary & benefits
Divide by available/productive annual work hours 1,630 hours per year
Equals hourly charge out rate for labor $19.39 per hour rate

Overhead (internal service cos~):

Overhead costs are those associated with all non-direct costs which are still necessary for the
City to function yet are not directly allocable to a specific service, e.g., payroll, purchasing, legal,
risk, fleet, info systems, City exec staff, etc. The rate is in the form of a percentage that should be
applied to the total labor costs (see above) for the billable service performed.

Rate to be used for FY 2002/03 14% of total labor costs

All supplies and material costs associated with the specific billable work performed should be
charged at the same total cost as incurred by the City. Include all associated expenses, e.g., tax
and freight/delivery charges, or other special handling charges.

Total Chare:es (billed out):

All invoices to outside parties should include the breakdown as described above:

Labor +Overhead + Supplies/Materials = Total Amount Due the City of Scottsdale

Based on the FY 2002/03 proposed budget the following calculation results in the proposed
Airport Hourly Rate:

Airport Minimum Operating Standard -Off-Airport Catering Services
Cuuently, Scottsdale does not a have a specific minimum operating standards for this type of
service. This service falls under the category of Article 1, Section 1-4, of the Airport Minimum
Operating Standards as follows:

"Any activities for which there are no specific minimum standards set forth herein shall
be subject to such standards and provisions as are developed by the airport director on a
case-by-case basis and set forth in such commercial G!irport operator's written lease,
license, permit or agreement with or from the city and shall pay the greater of twenty-five
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Scottsdale Airport -Aviation Financial Plan Executive Summary

dollars ($25.00) per month or a monthly aeronaLttical business peront fee of two and one-
half (2 112) percent of gross income from the operator's sales of all services."

The restaurant located in the Airport Tenninal Building currently remits six (6) percent of gross
sales of all aircraft catering conducted at the Airport. In order to prevent an economic
disadvantage to anyone tenant, a new minimum operating standard was prepared to "level the
playing field." Incorporated in the standard is the six (6) percent fee equal to the current
restaurant lease. The estimated additional annual revenue is $15,000.

Airport Minimum Operating Standard -Charter Brokerage Services
This proposed minimum standard would provide more specific: requirements for this specialized
type of service. CuITently, this type of service falls into the category of aircraft management
service (Article 7, Section 7-9, Airport Minimum Operating Standards). After reviewing these
businesses, it appears that the fees for that specialized service is too burdensome to prevent these
operators to continue to be successful at Scottsdale. The new minimum operating standard will
provide a more economically feasible fee to allow both Scottsdale receive revenue while not puts
these operators out of business. The fee associated with the standard is the greater of $25 per
mot;lth or a $1.00/1,000 lbs certified maximum takeoff weight of the aircraft conducting this
service. The estimated additional annual revenue is $7,500.

AirporUAirpark Rates and Fees Schedule -Fuel Flowage Fee
As a result of the regulatory re-write in 1999, the fuel flowage fee was increased from $0.05 per
gallon to $0.07 per gallon. Following an extensive review of the local valley airports, it appears
that Scottsdale is currently below the average of $0.08 per gallon. During our annual review of
our rates and fees in 2001, and several discussions with the Airport Advisory Commission and
Airport! Airpark operators, an agreement was reached to delay instituting a fee increase of fuel
flowage until completion of the aviation financial plan. As a result of the findings, an increase to
the fuel flowage fee from $0.07 per gallon to the local valley average of $0.08 per gallon is
proposed. The estimated additional annual revenue is $70,000.

Five- Year Financial Forecast Summary
As a result of the implementation of the new fees, the Aviation Enterprise Fund will be able to
recover all Airport operating expenses. The new fees will allow the Airport to support the
capital improvement program, which will maintain and grow airport infrastructure. This is
especially important if grant funding for capital project becomes unavailable in future years.
Additionally, the new fees will allow the Airport to have a balance that would be used for
unforeseen operating and capital projects and in emergency situations. Table III presents a five-
year operating forecast.
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Scottsdale Airport -Aviation Financial Plan Executive Summary

For a more detailed breakdown of all expenses and revenues including the Aviation Capital
Improvement Program, reference Appendix I.
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AVIATION ENTERPRISE FUND

FIVE YEAR FINANCIAL FORECAST

REVENUE PROJECTION SOURCE ASSUMF'TIONS

FOR FISCAL YEAR 2002103 THROUGH 2006/07

+ Transient Landino Fee: estimated $500.000 in revenue for FY 02/0-':

Based on the formula below:

185,000 annual operations in 2001 x 50% (landings only) = 92,500 ol=lerations x 60% (transient) = 55,50C
operations x 30% (aircraft 12,500 Ibs or greater) = 16,650 operations x 30,000 Ibs (average aircraft
weight) = $500,000 annual revenue.

+ Caterina Fee: estimated an additional $15.000 in revenue for FY 02/(~

Based on the revenue stream for off-airport catering services (which i~; currently 2.50;0 of gross sales
resulting in an estimate annual revenue of $13,000), we estimated that at 60;0 of gross sales, they would
remit an additional $15,000 in revenue annually.

+ Fuel Flowaae fee: estimated an additional $70.000 in revenue for FY Q2@

Based on year 2001 annual total fuel flowage of approximately 7,000,000 gallons, and additional one
cent per gallon increase would result in an additional $70,000 in revenlue annually

+ us Customs fee: estimated an additional $7.300 in revenue for FY 02LQ.;;

Based on year 2001 total annual US Customs user fee revenues of approximately $73,000, a 10%
increase would result in an additional $7,300 in revenue annually

+ Charter BrokeraGe: estimated an additional $7.500 in revenue for FY (~

Based on an annual estimate from current operators at Scottsdale Airport of 214 landings and/or takeoffs
at a weight of 35,000 Ibs (average) per aircraft, this new fee would resLllt in approximately $7,500 in

revenue annually.

+ Fiscal Years 2003/04 throuah 2006/07 revenue oroiections increases

The above revenue amounts for FY 2003/04 through FY 2006/07 are projected to have a 2% increase

each year based on the prior year's revenue amoun1

Updated 4/8/02
Aviation Enterprise Fund -Five Year Financial Forecast
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